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ECUNUHIC IMPACT OF DECISIO€® TO EXTE®D PIPELINE SANCTIONS 
IS VISKUPTING TRADE AND GENERATING STRAINS WITHIN THE 
ALLIANCE. GE KERGORLAY REQUESTED THAT U.S. WITHLHAN 
RECENT EXTENSION OF SANCTIUNS. BURT ACKNOWLEOGEY EC 
CONCERNS AND EXPLAINED THAT PRESIDENT'S DECISION “AS BagtD 
ON SITUATION IN POLAND, EUK DAS NILES STRESSEI: “NEED Far. 
UeSe AND EC TO wORK TOGETHER FOR REALIZATION UF ALLIED 
OBJECTIVES IN POLAND. 2NO - 

SUMMARY. 


3. UNDER INSTRUCTIONS FROM EC COUNCIL OF FOREIE. 
MINISTEKS», AMBASSADOR ROLAND CE KERGORLAY, HEAD UF EC 


COMMISSION DELEGATION OFFICE, AND ®IELS BUDELSEN, ChAkres 
DANISH EMBASSY, DELIVERED TO EUR ASSISTANT 
SECRETARY@DESIGNATE KICHARD BURT FOLLOWING AIDEeMEMULKe 


* PRUTESTING EXTENSION OF UsS. PIPELINE SANCTIONS. 


BEGIN TEXT, 


THE EUROPEAN COMMUNITY wISHES TU tXPRESS LTS) STRUNGEST 
RESERVATIONS WITH REGARD TO THE RECENT SOGEFICATIONS 
DATED 22 JUNE 1962 TO THE EXPORT AUMIMNISTRATION 
REGULATIONS RELATING To THE EXPORT AND Ri@EXPORT TO Tite 
UesedeRe UF "NON@ULS. ORIGIN GOUDS AND TECHNICAL DATA anl 
OF FOREIGN@=PRODUCED PRODUCTS CF U.S. TECHNICAL DATA," 
THESE REGULATIONS PURPORT TO EXTEND U.S. JURISDICTION th. 
COMPANIES “HICH ARE NEITHER INCORPORATED IN THE TERRITapY 
OF THE UeSeA. NOR CARRYING ON BUSINESS NOR RESIDENT 
THEREIN. 


THE EXTENT OF THE JURISDICTION ASSUMED BY THESE DECISIS 
ANU THEIR RETROACTIVE EFFECT ON EXISTING CONTRACTS PUTs 
IN JEUPARDY THE BASIC PRINCIPLES OF THE wORLD TRALIAG 
SYSTEM, THE UNCERTAINTIES CREATED BY THE DECISIONS Alin 
THEIR IMPLICATIONS ARE LIKELY TO HAVE LONG@LASTING 
NEGATIVE EFFECTS ON BUSINESS RELATIUNS BETWEEN EUROPEAN 
AND AMERICAN FIRMS. THEY RISK DISCUURAGING FIRMS OUTS ne 
THE U.S. FROM COUPERATING WITH U.S. COMPANIES, AND RUN 
CUUNTEK TO THE UeSe OBJECTIVE TO LIBERALIZE TRADE IN Hirt 
TECHNOLOGY PRODUCTS AND TO PROMOTE THE EXCHANGE OF SUCH 
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TECHNOLOGY, 
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3. See 


AS Fak AS. LEGAL IMPLICATIONS ARE CONCERNED, THE LURUPEan 
COMMUNITY WISHES IN (PARTICULAR TO POINT OUT THE FOLLOW AG: 


= THIS EXTENSTON OF U.S. LEGAL CONTRUL TO COMPANTES 
WHICH ARE INCORPORATED IN THE E&C ON THE GROUND rHAT Tuey 
ARE SUBSIDIARIES OF COMPANIES INCORPORATED. IN THE UeSe nk 
COMPANIES CONTROLLED By CITIZENS OK RESIDENTS OF THE Use 
IS “GT WARRANTED BY PUBLIC INTERNATIONAL, LAWs 


= MOREOVER, THE ASSUMPTION OF JURISDICTION GVER PURE, y 
EEC COMPANTES on THE SOLE GROUND THAT THEY HAVE PURCHAcED 
FROM UsSe CUMPANIES TECHNOLUGICAL DATA Fur USE OUTSIOt 
 THeU.SeA. IN ORDER TO MANUFACTURE PROVUCTS WHICH THEY 
SUBSEQUENTLY EXPORT TO OTHER COUNTRIES, CANNUT BE 
ACCEPTED BY THE COMMUNITY. SUCH AN ASSUMPTION OF 
JURISDICTION FINDS KO SUPPORT IN cee INTERNATIONAL 4 af 
Ainv 15 TANTAMOUNT TO SUBSTITUTING UeS. TRADE POLICIES and 
MEASURES FOR POLICIES AND MEASURES DECIVED BY THi. 
COMMUNITY ITSELF FOR APPLICATION WITHIN THE. COMMUNITY, 


@.¢@ @¢ @ @, 


a+ * Magee 
oy 


THESE UeSe VECISIONS EVEN THOUGH ADUPTED AS INTERIM 
MEASURES, HAVE ALREADY HAD DAMAGING LFFECTS ON INDUSTRES 
IW THE COMMUNITY, THE CONSEGUENCES CF KHICH ARE 

PAKTICULARLY SEVERELY FELT IN THE PRESENT ECONOMIC AND 
SUCLAL CONTCXT, THESE EFFECTS Ati THE POLITICAL STRAIne 
WHICH KESULT FROM THEM, CAN ONLY UNDERMINE THE STABILITY 

©. @ND COHESION OF THE WESTERN WORLD AND WOULD NOT BL Like: Y 

“oy TO ACHIEVE THE STATED U.S. OBJECTIVES. THE. UNILATERAL 

: ACTION OF THE UNITEO STATES GOVERNMENT IS IW 
CONTRADICTION wrTH THE NEED FOR CUUPERATION AND EXCHANGE 
OF 1WFORMATION GN EASTewEST ECONOMIC RELATIONS, * 
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THE COMMUNITY THEREFORE CALLS OW THE UWITED STATES 
GUVERWMENT TO wITHDRAW THE RECENT AMENDMENTS TO THE 
EXPORT ADMINISTRATION REGULATIONS. 


WASHINGTON, D.C. sisal 
JULY £4, 1982 END TEXT. 
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 SUPPLEMBNT ING SUBSTANL! UF ATDE=MEMUIRE, DE KERGOR, aY 

NOTED THAT U.S. DECRSIusi Ta tXTeENG -ANCTIONS IS 
DISRUPTING TRADE. HE salb THAT Eves IF ONLY TEMPERARY, 
THEMNEGATIVE ECQNOMAC IMPACT OF THE DECISION 15 
GENERMTING STRAINS | {THIN THE ALLIANCE. DE KERGUKLAY | 
ADDED THAT LEGALLY, JHE EXTENSION OF SANCTIONS CONFLICTS 
WITH CURRENT EUROPEA® PRACTICES.) HE REQUESTED THAT The 
UeSe WITHDRAW ITS RECENT DECISION, 
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5. BURT EXPLAINED FHAT THE . - 
PRESIDENT LECIDED TO EXTEN) THE PIPELINE SANCTIONS 
BECAUSE THE AUTHORITIES I\ POLAND AND THE SOVIET UNION 
FAILED TO IMPROVE THE SITUATICGNW IN POLAND SINCE Fre 
IMPUSITION UF MARTIAL LAW. HIS WECISION WAS A FULLUWey)p 
TO THe MEASURES TAKEN IN DECEMBER 196g BURT PUINTED out 
THE IMPORTANCE OF SEEING THE EXTENSION OF SANCTIONS IN 
THIS LUNTEXT AND, ADDED THAT WE ARE PREPARED. TO DISCUSS 
WITH THE EC THrg AND OTHER ISSUES Ih USEC. RELATIONS, 
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6. DE KERGUKLAY INDICATED THAT THE EC SHARES U.S. Vibwe 
ON THe SITUATION IN POLAND, BUT IS CONCERNED THaT THE 
EXTENSION OF UlS. PIPELINE SANCTIONS WILL DISRuFT 
RELATIONS wilTHin THE ALLIANCE, THEREBY AFFECTING 
EAST#WEST RELATIONS. NILES POINTED OUT THAT WHILE WE 
DISAGREE UN TACTICS, WE NOW NEED TO wekK TOGETHER FOR 
IMPROVEMENTS IN POLAND, . 
HE FURTHER STATED THAT we HUPE WE CAN PUT 
ON POLAND THE KIND OF PRESSURE NEEVED TO ENCOURAGE THE 
DESIRED KESULTS, DE KERGORLAY SAID, IN REPLY» THAT 

=~. INSTEAD OF PUTTING PRESSURE ON POLAND, THE NEW U.S. 
MEASURES WILL PUT PRESSURE ON THE EL, HE ADDED, 
PARENTHETICALLY,..THAT HE HOPED WE WERE NOT IMPLYING BY. 
OUR ARGUMENTS THAT THE STATE OF US*EC RELATIONS DEPEND, 
Oily THE GOUDWILL OF THE AUTHORITIES InN POLAND. 


Te THE MELTING CONCLUDED WITH BURT'S OBSERVING THAT Tne 
PRESSUKE OF SANCTIONS TS TAKING CFFECT. WE BELIEVE THey 
WILL PROVE AN TNCENTIVE FOR IMPROVEMENTS IN POLAND. © srOESSEL 
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